HO	A STUDY IN PUBLIC FINANCE	j^.u
This is a gross confusion. Some of those who fall under the
spell of it recognise, indeed, that what the government re-
ceives is not actual capital, but resources against which the
taxed persons sell actual capital, and which, but for this
transaction, would themselves have become new capital. But
the assertion that taxes on capital are necessarily paid out of
resources which would have become capital is no less false
than the assertion that they are necessarily paid out of actual
capital. It springs from a failure to distinguish between
object of assessment and source of tax payment. The object of
assessment is the channel through which the source of tax
payment is reached ; it is not identical with it. For com-
modity taxes everybody recognises this. Nobody maintains
that a tax assessed on beer is necessarily paid out of beer,
or even out of resources which would otherwise have become
beer. The position is essentially the same with income and
capital. Merely to know that a tax is assessed upon one or
other of these objects tells us nothing as to how far it is paid
out of resources which would have been used as income, i.e.
chiefly for consumption, or out of resources which would
have been wholly turned into new capital, i.e. saved. Our
problem cannot be solved by means of this popular short-cut.
§ 4. As a first approach towards it it is convenient to
concentrate attention upon the peculiar time-incidence of
.death duties, without regard for anything else. To that end
let us imagine a community consisting of a number of family
groups of similar wealth and income, and let us set over against
one another two systems of lump-sum taxes, under one of
which £100 is taken from each family group every year, while
under the other £3000 is taken from each on the occasion of
the death of the head of the family, which is assumed to
occur, on the average, once in thirty years. On the above
assumption it is evident that the two tax-systems will yield
equal annual revenues to the government. We have to inquire
in what, if any, respects, their effects upon the volume of
savings are different.
It is easy to see that, when a tax levy is small in amount
relatively to a man's annual income, a considerable part of
the funds for it may easily be provided by economies in con-
sumption. When, however, the tax levy is large — under
death duties it is often equivalent to several years' income —

